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Bell Adantic 
1100 I Sucer N.W. 
Suite 4M1W 
Washington, DC Zoo05 

(rn) 336-7893 
Fnx (202) 3 3 6 . m  

f3 RIRTZ CR !ATE FILED 

March 1 1, 1998 

EX PARTE 

Ms. Magalie Roman Salas 

Federal Communications Commission 
1919 M Street, N.W. 
Washington, D.C. 20554 

Secretary 

Re: CC Docket 96-128, Pay Telephone Reclassification and Compensation 

On March 10,1998, Aaron Panner of Kellogg. Huber, Hansen, Todd and Evans 
and the undersigned, representing the RBOUGTEYSNET Payphone Coalition, met with 
Glenn Reynolds of the Common Carrier Bureau. 

The purpose of the meeting was to explain the attached materials developed by the 
Payphone Communications Alliance. Also provided were the attached study materials 
prepared by Frost and Sullivan to quantify IXC rate increases, savings in payphone 
commission payments and payphone-related access charge reductions. 

Please call me if you have any questions concerning this material. 

Sincerely, 

Attachments 

cc: G. Reynolds 



The Toll-Free Truth: 

Long Distance Companies 
Overcharge for Payphone Calls 
Long distance companies are chaqing consumers hundreds of millions of dollars more 
than necessa y to compmatepayphonepiders for toll-pee and dial around calls. 
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P a y p h o n e  - THE TOLL-FREE 
TRUTH I II C o m m u n i c a t i o n  

W I .A l l iance 

The S i t u a t i o n  

seaion 276 of the Telecommunications Act of 1996 requires that 
payphone service providers (PSI’S) be yairly compensated for each 
and every completed.. all’ made from a payphone. This provision 
ended the free ride that long distance companies enjoyed, paying 
little or nothing for millions of calls made from payphones. 

These calls fall into two categories: (1) ‘access code,” or “dial 
around,” calls that give the caller the ability to choose a particular 
long distance service (these include, for example, 10XXX calls such 
as ‘10321,” as well as 1-800-COLLECT and 1-8OO-CALLA“); or 
(2) “subscriber-800,” or etoll-free,” calls that permit a caller to 
reach a toll-free number obtained from a long distance company 
(“800” or “888”). 

In April of 1997, the local telephone companies reduced their 
federal access charges to long distance carriers (the fees long 
distance companies pay to originate and/or terminate long distance 
calls on local telephone networks) by more than 5250 million per 
year, specifically to reflect the reduction in costs from the 
elimination of payphone subsidies as directed by Congress in 
Section 276 of the Act. 

In October of 1997, the FCC established a charge of 28.4 cents per 
call for dial around and toll-free calls made from payphones. Long 
distance companies, not end users, are responn’ble fm paying the PSPs 
this charge. 

The FCC set the perall  charge for these calls based on the 
prevailing deregulated rate for a local call made from a payphone 
(local coin all), less the costs the FCC identified as avoided when 
a caller places a dial around or toll-free call from a payphone. 

1615 1 S l r n ,  NW 
Svin IWO Warhingtm, Dc 20030 
1.8Oo.M)5.7417 
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Despite some recent reports to the contrary, payphone 
charged at the payphone for toll-free and dial around calls. 

In a recent consumer information bulletin. the Commission said, #Long 
distance companies have sign&ant leeway on how to compensate PSPs. 
i’h FCC kji it to each long distance company to &tennine how it will 
recover the cost of compensating PSPs. = 

The truth is that some long distance companies have used the FCC‘s 
payphone proceeding as an exwe  to overcharge their customers. 

The total bendic accrued by long distance companies from rate 
increases, access charge and commission savings reductions is more 
than enough to cover payphone compensation. 

a Over the last year, long distance companies have imposed several 
across-the-board increases in their toll-free rates, each time 
asserting that the increase was for the explicit purpose of covering 
PSP compensation for toll-free and dial around calls from 
payphones. 

are not 

a Long distance companies have pocketed more than $250 million a 
year in recurring savings, specifically due to elimination of 
payphone subsidies. 

a Long distance companies have saved tens of millions of dollars in 
commissions to PSPs and payphone loution owners as a result of 
the massive shift from ot calls to dial around calls made possible 
by changes in federal law in 1992, the Telephone Operator 
Service Improvement Act (‘‘TOCW?. For example, AT&T 
paid commissions of up to 95 cents per call for each O+ call 
received from a payphone. By sh;fahg O+ calls to the heavily 
advertised ‘1-BOGCALL ATT,” AT&T used the technological 
loophole to reap huge savings and profit. 

The new p e r d l  charge that long distance companies imposed last 
fall (AT&T - 28 cents; MCI and Sprint - 30 cults) on their toll-free 
and credit card subscribers is entirely unjustified since these 
companies have already more than recovered the cost of the FCC‘s 
payphone decision. These new, additional p e r 4 1  charges are 
creating a windfall for long distance companies and a baddvh from 
toll-free subscribers and consumers against a proper and fair decision 
by the FCC. 
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- BRIEF 
BACKGROUND 

Genera l  

On February 8, 1996, the President signed into law the 
Telecommunications Act of 1996 rAct"). Passage of the Act was critical 
to the future success and growth of the U.S. payphone industry. For 
decades, government regulation kept the price of a local payphone call 
artificially low. 

Section 276 of the Telecommuniations Act of 1996 was designed to level 
the playing field in the payphone industry to promote competition 
among all payphone service providers (PSPs), telephone companies and 
independents, and the widespread deployment of payphone services.' It 
requires that all PSPs be YairIy cornpensadfor each and ewly completed.. 
calf"made from their payphones, arid it gives the FCC the responsibility 
of ensuring that this requirement is met. This compensation requirement 
is particularly imporcant since as much as one-half to two-thirds of long 
distance calls from payphones have shifted to dial around arid toll-free 
calls? Section 276 also direas the FCC to ensure that all payphone 
subsidies are eliminated. 

FCC's F i r s t  Se t  of R u l e s  
Per-Call Compensat ion S e t  at 35 C e n t s  

O n  September 20, 1996, the FCC adopted its first set of rules 
implementing Section 276 of the Act. It deregulated local coin rates in all 
50 states, effective October 7, 1997, and it d u d  the local telephone 

There are about 2 million payphones in the United States. 
Approximately 80 percent are owned by local telephone companies or 
their affiliates. Independent payphone companies own the rest. 

"Access code," or "dial around" calls give the caller the ability to choose 
a particular long distance service (these include, for example, 1 O l w ( ,  
such as '10321," as well as 1-8WCOLLECT and 1-8oO.CAL.LAlT). 
Subscriber-800," or *toll-frec," calls permit a caller to reach a toll-free 
number obtained from a long distance company C800" or "888"). 

1615 1 W, NW 
Sui* loo0 Washington, Dc 20336 
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companies to eli inate payphone subsidies by April 15, 1997. For the 
first period - November 1996 ti, October 1997 - the FCC required that 
long distance companies with more than $100 million in revenues pay 
each PSP a flat rate per phone, apportioned among long distance 
companies by market share. In the xcond 12-month period (which has 
already begun), when per-call tracking is widely available, the FCC 
initially set a compensation rate of 35 cents per d, the prevailing rate for 
local coin calls in states where the rate for such calls is not regulated. The 
FCC reasoned that a long distance company should ultimately negotiate 
with PSPs for a percall compensation rate. 

F C C ' a  S e c o n d  S e t  o f  R u l e s  
Per-Call Compensation Reduced to 28.4 Cents 

On July 1,1997, the U.S. Court of Appeals for the DC Circuit remanded 
the payphone compensation rate to the FCC for further consideration. 
On October 9,1997, the FCC adopted a second set of rules, reducing the 
p e r 4  compensation from 35 cents per call to 28.4 cents, over the 
objections of the PSPs. The FCC again concluded that "a market-based 
rate best responds to the competitive marketplace for payphones 
consistent with the deregulatory scheme ...p ursuant to Section 276, and 
will also effectively advance the statutory gods of encouraging 
competition and promoting the deployment of payphones." 

Long Distance Companies Raise  Rates  
Using the FCC Rules as an Excuse to 
Overcharge Customers 

Several long distance companies have asked the FCC to reconsider its 
October 9 decision. A decision from the FCC is anticipated by the spring 
of 1998. 

These long distance companies are challenging the FCC rules despite the 
significant reduction in the p e r 4  rate from 35 cents to 28.4 cents 
(nearly 20 percent). In the meantime, the long distance companies have 
repeatedly raised their toll-free rates purportedly to cover payphone 
compensation, added p e r 4  surcharges (to cover the same payphone 
compensation) and pocketed in excess of $250 miIlion in savings from the 
elimination of payphone subsidies. 

AT&T,for example, raised its 800 rates at least three times in 1997to pay for 
the new cornpenration rate. 



On February 27, AT&T n;ed rates for all toll-free calls by 3 percent 
and imposed a charge of 15 cents per all for business credit card calls. 
On May 1, AT&T nised its interstate toll-free rates by 7 percent and 
business international and interstate outbound services by 2 percent. 
On June 1, ATCT added another 3S-cent per-call charge for operator 
handled calls, including calling card calls 70 offiet payments to payphone 
ownm.’ This charge was reduced to 28 cents only after the FCC 
reduced the perall  charge in October 1997. The new 28 cent per call 
surcharge was expanded to indude toll free calls. 

MCIand Sprint have repeatedly raised their rata as well. 

M U  raisd its 800 rutes twice in 1997, ea& time by more than three 
percent. 
Spn’nt also raised its 800 rates twice, by two percent in November 1996, 
and again by about five percent in 1997. 
MCI and Sprint also announced last y u r  that t h q  will impose SO.3Oper 
call arcbarge forpayphone use. 

Even though AT&T, MCI and Sprint announced percall rate hikes to 
cover the 28.4 cents, none have rolled back the substantial across-the- 
board rate increases they made earlier, specifically to cover payphone 
compensation. 

Finally, since April 15, 1997 the long distance companies have also 
pocketed in excess of $250 million as a result of the elimination of 
payphone subsidies historically included in local telephone company 
access charges.’ None of these savings have been pwed on to consumers 
or to 800 service customers. 

’ Access charges are the charges long distance companies pay to local 
telephone companies for the origination and termination of long distance 
calls on the local telephone network. 
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- 
QUESTIONS 

ANSWERS 

J What did the Tele~~mmuniC?tions Act of 1996 require? 

Smion 276 of the Telecommunications Act requires the FCC to establish a per- 
call compensation plan to ensure &at the owners of the nation's two million 
payphones are paid for 'each and every all" made from a payphone. Before 
1996, payphone service providers (PSPs) often received no compensation at all 
for complmed toll-free and dial around calls. The Act also eliminated the 
payphone subsidies that consumers paid in higher rates for other telephone 
services. 

J What are did around and toll-free calls? 

"Access code," or "did around," calls give the caller the ability to choose a 
particular long dttvlce service (these include, for example, 10XXX calls such as 
'10321," as well as 1-800-COLLECT or 1-8oQcALLATT). 

"Subscriber-800," or "toll-free," calt permit a caller to reach a toll-free number 
obtained from a long distance company C800" or "888"). 

J What did the FCC do? 

Effective October 7, 1997, the FCC required long distance companies to pay 
owners of payphones 28.4 cents for each toll-free or did around all made from 
a payphone, ending the 'free ride, &at long-distance companies had been taking 
for years on millions of calt from payphones. The 'free ride" problem was 
aggravated in recent years as a result of a massive Shifr from V+' to dial around 
calls encouraged by long distance company advertising and made possible by 
the enactment of the Telephone Operator Service Improvement Act (TOCSIA) 
in 1992, which rquired that payphones provide unrcstricud access for long 
distance company acoss code alls. 

. 

1615 LSlrm. NW 
Sui* 1003 Washinglor.. DC 20336 
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GLOSSARY 
OF 

Access Charge The fee paid to local telephone companies by long distance companies to 
connea long distance calls to local customers. 

American Public 
Communications 
Council (APCC) 

Cross-Subsidization 

Dial around and Toll- 
free Calls 

FCC - Federal 
Communications 
Commission 

Local Coin Rate 

Long Distance Carrier 

The nation’s largest independent payphone trade association, which represents 
some 2,000 owners, operators, suppliers and manufacturers of public 
communications equipment and services. 

Before the Telecommunications A a  of 1996 was implemented, local telephone 
company payphone operations were subsidized. When the new law ended 
these subsidies, local phone companies reduced access charges (see above) paid 
by long distance companies by more than $250 million a year to reflea the 
reduced costs. 

‘Access code,” or -dial around: calls are those that give the caller the abdity 
to choose a particular long distance service (these include ‘1OXXX” calls such 
as 10321, as well as 1-8C3COUECT or 1-8oO-CALL-ATT‘), 

“Subscriber-800,” or ‘toll-free,” calls are those that permit a d e r  to reach a 
toll-free number obtained from a long distance company (“800” or ‘888”). 

Regulates interstate communications and is responsible for implementing the 
payphone provisions of the Telecommunications Aa. The current chairman is 
William E. Kennard. The other four FCC commissioners include Susan Ness, 
Harold Furchtgott-Roth, Michael Powell and Gloria Triaani. 

The price consumers pay to place a local call from a public payphone. 
Payphone coin rates were regulated by state utility commissions until October 
7,1997 but are now market driven. 

A company providing long-distance phone services. These include ‘800” and 
“888” services. 

1615 1 Smnr,  NW 
Suite 1030 Washington. D; 2W30 
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J Was this a sudden decision? 

No. Long distance companies and other interested panics actively participated 
in an extended multi-year proms. First, a 1995 court dccision had put the 
industry on notice that PSPs must be compensated for these d s .  Second, after 
the passage of the 1996 Aa,  the FCC spent over 8 months considering the issue 
and heard from 100 parties before issuiig its payphone compensation 
regulations last year. AT&T, MCI, Sprint, WorldCom and CompTel (the trade 
association for smaller long distance companies) were among those filing 
comments. 

Contrary to what some long h c e  companies arc saying, nothing in the 
FCC regulations requires long distance companies to impose a perall  charge 
on Consumers. In fact, in a recent consumer alert, the FCC explicitly rejects the 
claim by long dinance companies that they were forced to pass t h i s  charge on 
to  customers. Instead, the FCC ruling simply requires long distance companies 
to provide fair compensation to payphone owners for UK of their equipment 
and services. 

J Can consumers still make a toll-free or dial-around call from a payphone 
without depositing a coin? 

Yes. The Telecommunicltions Act requires that long distance companies - not 
consumers - compensate payphone owners for each call. The FCC has made it 
clear that the long distance companies have significant leeway on how to 
compensate the PSPs. 

J Wdl PSPs block "800" number calls from payphones? 

No. PSPs are prohibited by law from blocking toll-free calls from payphones. 

J What have the long distance companio done? 

They have exploited the issue, using the payphone compensation charges as an 
excuse for raising their rates while repeatedly blaming others. AT&T, MCI and 
Sprint, for example, have increased their '800" seMce rites twice in the last 
year. On June 1,1997, AT&T added a 3 k n t  charge to did around calls, 
lowering it to 28 culu and expanding the surchvge to cover toll-free calls after 
the FCC reduced the per& compensation nre. Thcse perall charges were in 
addition to  the across-the-board rate hikes for toll-free and business credit card 
calls imposed earlier in 1997. In the fall of 1997, MCI and Sprint added a 3@ 
cent charge for dial around calls and toll-frce calls. 



4 What happened to the payphone subsidy? 

It's gone. The payphone subsidy was eliminated on April 15,1997 providing an 
economic benefit to long distance companies in txcess of $250 million per year. 
The subsidy was included in the a~ charge" that long distance companies 
pay local telephone companies to originate and/or terminate long distance calls 
on the local networks. To h e ,  there is no evidence that the long distance 
companies have passed those savings along to consumers or to owners of 800 
numbers. 

4 What are the bendits of payphone deregulation? 

In passing the Telecommuniations Act, Congress ended a system that 
discouraged new companies from enuring the payphone market. The A a  was 
designed to promote competition and increw the availability and widespread 
placement of payphones. According to the FCC, it will also give Americans 
greater access to emergency and public safety services. The 
Telecommuniutions Act will also encourage technological advancement in 
payphones, including connections for laptops, built-in fax, screens for Internet 
access, and equipment for the hearing impaired. 

J What is the Payphone Communication Alliance? 

The Payphone Communication Alliance CPCA") was formed to support 
Congressional and Federal Communications Commission (TCC") policies to 
increase competition in the payphone industry. The PCA believes that free 
marker competition will provide the best value for consumers, will lead to 
extensive deployment of payphones throughout the country and will encourage 
rapid advances in payphone technologies. 



Payphone 
Communication 
Alliance (PCA) 

The Payphone Communication Nice (PCA) was formed to support 
Congressional and Federal Communications Commission (FCC) policies to 
increase competition in the payphone industry. The PCA believes that free 
marker competition will provide the best value for customers, will lead to 
extensive deployment of payphones throughout the country and will 
encourage rapid advances in payphone technologies. 

Owners and operators of public payphone equipment and services. There are 
two types of PSPs - independent payphone providers (PI’S) and local 
telephone companies or their affiiiates. The PPs are non-telephone company 
payphone providers. They are typically small, entrepreneurial businesses. 

Compensation paid by a long distance company to a payphone service 
provider for the use of a payphone in placing dial around and toll-free calls. 

Telecommunications In 1996, Congress enacted a law which redesigned the landscape in which the 
Act U.S. telecommunications industry, including payphones, competes. In 

addition, Section 276 provides that local telephone companies are prohibited 
from subsidizing payphone operations, as was done for years prior to the Act. 
These subsidies were eliminated on April 15, 1997. Also, under the Act, PPS 
be =fairly compensated for each and every call” made from payphones. This 
requirement ended the free ride that long distance companies enjoyed for years 
on many toll-free and dial around calls from payphones. 

Payphone Service 
Providers (PSPs) 

Per-CallCompensation 
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AT&T, MCI, Sprint and other long distonce carriers repeatedly raiss 
800 rates to cover per-call compensation. In 1997, AT&T alone 
gained $641.6 million from rate increases on toll-kee, business 
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The Payphone Communication Alliance CPCA") was formed to support 

Congressional and Federal Communications Commission ("FCC") policies to 

increase competition in the payphone industry. The PCA believes that free 

market competition will provide the best value for consumers, will lead to 

extensive deployment of payphones throughout the country and will encourage 

rapid advances in payphone technologies. 

The PCA can be reached at: 

Payphone Communication Alliance 

1615 L Street, NW Suite 1000 

Washington, DC 20036 

1-800-605-7417 

goluba@fleishman.com 

mailto:goluba@fleishman.com


To: 

From: Brian Cotton 
Date: February 26,1998 
Subject Long-distance company commission savings 

Dear Mr. Hawkins and Mr. Sandusky: 

Please find attached a spreadsheet model depicting the long-distance companies’ savings in 
commissions to Payphone Service Providers (PSPs) due to the shift from O+ dialing to dial- 
around calling from payphones since 1993. This model assumes that the average number pf O+ 
calls from a payphone would have remained constant had the 1990 law which mandated equal 
access from payphones, not passed. Our conclusion is that rhe lonp-distance comDonies, 
imiusirv-wide. have saved o minimum of $371.5 million in commission m e n t s  in 1997 alone 

j o m  vwinp less in commissions lo PSPs, due to a Shih from O+ to dial-around calls from 
pawhones. 

The estimate of the number of payphones installed in the U.S. market (1993-1997) is based on 
Local Exchange Carrier (LEC) reports to the Federal Communications Commission (1,694,000 
in 1997), and an estimate of the number of independent payphones and payphones from LECs 
not required to be reported to the FCC (529,000 payphones in 1997). Note that our results for 
the industry-wide commission savings are conservative, since we used a conservative estimate of 
the number of payphones from independent and non-reporting LECs. 

To explain this model in more detail, we frst estimated the average number of O+ calls made 
from a payphone in a month in a given year (Cl), and multiplied it by the average commission 
paid for each O+ call (M). We then multiplied this monthly figure by 12 months, and multiplied 
this result by the estimated number of payphones installed in the U.S. market in a given year (Q) 
to arrive at the total payphone commission paid by the long-distance companies (TCl). 

Next, we assumed that the 1990 law had not been enacted. We conservatively estimated that the 
average number of Dt calls from payphones remained constant at 51.02 for the analysis period 
(CZ), and calculated the total payphone commission paid by the long-distance companies had the 
1990 law not passed (TC2). 

Finally, to calculate the amount of payphone commissions that the longdistance companies 
saved each year since. the 1990 law was enacted (Savings), we subtracted the actual commission 
payments (TCI) from the baseline commissions (TC2). Thus in 1997 alone, the long-distance 
companies saved $371.5 million in payphone commissions. 

Jim Hawkins, Co-Chair of the Payphone Communications Alliance 
Vince Sanduskc, Co-Chair of the Payphone Communications Alliance 

To extrapolate from these figures, if the number of payphones installed continues to grow past 
1997, the long-distance companies’ savings should grow significnntly. 



Please do not hesitate to call me on m y  direct line (650-237-43 IS) if you have any questions 
about this material. - -  
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Long Distance Company Commission Savings (since 1993) 

Y c1 c 2  M Months Q TCI TG2 
1997 . 16.20 - ... 51.02 $0.40 . 12 . .  2,223,000 .... $172,860,480 $544,403,808 
1996 19.13 . 51.02 $0.40 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,111,000 12 $193,840,464 $51 6,975,456 , 

1995 25.21 51.02 $0.40 . . . . . . . . .  12 2,056,000 $248,792,448 .. ,... ... $503,506,176 .. 

. _ _  - 1994 38.75 .......... 51.02 $0.40 . . . .  12 2,091,000 $388,926,000 ......... $51 2,077,536 
1993 .. - - 51.02 ...... 51.02 ............... $0.40'' 12 2,032,000 . $497,628,672 . . . . . . . . . .  $497,628,672 

. . .  . 

.- . ...... .... 

... ................ .................... -. ............... -. . . . . . . . . . . . . . . . . . . . . .  

.... .. ..... ....... - ..... .. ........... .................. . . . . . . . . . . . . . . .  Key , 

C1 ..... =Average number of . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  0 + Calls made from Payphones each month 

___ .... ..... __ .... . . . . . . . .  I.:-. I ;.' 
TCl = Total yearly Commissions . .  PIC pays ........ PSP for 0 + Calls 

.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . . . . . . . . . . . . . . . . . .  -. ...... ~. Y = Year 

C2 = Estimated average number of O+ calls, if 1992 law had not passed 
M =Average __ Commission .- -. PIC pays to PSP for each 0 + call, 

Months = # of Months in a Year 1 
Q .. = Number of Payphones installed-in the US. in the given year 

TC2 = Total yearly commissions paid if 1992 law had not passed 
Savings = savings in compens4on bekeen basehe (TC2) and actuai commissions (TCI) 

.. - . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ..... . . .  . .  

. . . . . .  ... .......... .................. ............................ 

........ ........... . . . . . . . . . . . . .  . . .  __ ............. . . . . . . . . . . . . . . . . . . . . . . . .  based on FCC imposed compensation of $0.40per call 
..... . . . . .  . . . . .  ............... . . . .  ... 

........... ..... . . . . . . .  , ... __ ....... - - . . . .  
. . . .  

.............. . . . . . . . . . . . . . . .  1 .............. 

Savings 
............. $371,543,328 
..... $323,134,992 
$2fi4,7f3728' .... ... - . 
$1 2x1  . . . . .  51,536 

$0 -. . .  

.- . . . .  

. . . .  
. . .  . - .  

. .  

. . .  
. . . . . . . . . . . .  

..... 

. .  ~ .... 
. . . . .  
. . .  

Source: Frost Sullivaii 
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To: 

From: Brian Cotton 
Date: . February 26,1998 
Subject: 

Dear Mr. Hawkins and Mr. Sandusky: 

Jim Hawkins, Co-Chair of the Payphone Communications Alliance 
Vince Sandusky, Co-Chair of the Payphone Communications Alliance 

Impact of AT&T rate increases for payphone compensation 

This memo is intended to present our analyses of the quantitative impact on AT&T of their rate 
increases to cover payphone compensation for dial-around and toll fret calls. OM conculsion is 
that the rate increases allowedAT&T to pain a~~roximatelv 6641.6 miIlion in 1997. As YOU will 
see fiom this document. the rate increases were in effect for onlv D& ofthe war in 1997. and 
whereas the-v were relativelv simificant. :he fipures for 1998 are IikeIv to be even hipher. 

The methods by which we performed these analyses involved taking the public statements made 
by AT&T on January 2 1, 1998 about their rate increases, estimating AT&T's share of that 
market, and multiplying them to arrive at AT&T's annual expected revenue from that market 
prior to any of the announced rate increases. Next, we multiplied the rate increase by the 
revenue to arrive at an estimate of the annual added revenues from the rate increascs. We then 
divided this annualized figure by 12 months to arrive at an average monthly figure for these 
added revenues, and then multiplied this monthly figure by the number of months in 1997 which 
were subject to the rate. increases. We then added this figure to the expected revenue figure prior 
to the rate increases to arrive at the total 1997 revenue. The final calculation involved 
subtracting the pre-rate increase revenue from the total post-rate increase revenue to give us the 
quantitative impact of the rate increases on each service. 

I will explain the impact of each rate increase, as generated by our analyses, below. 

The first analysis, entitled "Total Toll Free Market," quantifies the gain AT&T would realize in 
1997 from a 3 percent increase in toll free rates to cover its payphone liability, effective 
February 27, 1997. This figure, highlighted in the last column of the Total Toll Free section, 
shows that AT&T would gain $1 60.6 million from the rate increase in March through December 
1997. The column before this shows the total AT&T revenues in 1997 for toll free including 
both pre- and post-increase revenues. 

The second analysis, entitled "Business Calling Cards," quantifies the gain AT&T would realize 
in 1997 from a $0.15 per call increase in business calling card rates to cover its payphone 
liability, effective February 27,1997. This figure., highlighted in the last column of the Business 
Card section, shows that AT&T would gain $46.7 million from the rate increase in March 
through Dc%mbe.r 1997. The column before this shows the total AT&T revenues in 1997 for 
business calling card calls including both pre- and post-increase revenues. 



The third analysis, entitled "Business infemational," quantifies the gain AT&T would realize in 
1997 from a 2 percent increase in business international rates to cover its payphone liability, 
effective May 1,1997. This figure. highlighted in the last column of the Business International 
section, shows that AT&T would gain $57.0 million from the rate increase in May through 
December 1997. The column before this shows the total AT&T revenues in 1997 for business 
international including both pre- and post-increase revenues. 

The fourth analysis, entitled "Inbound Interstate Toll Free," quantifies the gain AT&T would 
realize in 1997 from a 7 percent increase in interstate toll free rates to cover its payphone 
liability, effective May I, 1997. This figure, highlighted in.the last column of the Inbound 
Interstate Toll Free section, shows that AT&T would gain $239.8 million from the rate increase 
in May through Deccmbcr 1997. The column before this shows the total AT&T revenues in 
1997 for inbound interstate toll free including both pre- and post-increase revenues. 

The final analysis, entitled "US. Business Interstate Outbound Long Distance Service," 
quantifies the gain AT&T would realize in 1997 from a 2 percent increase in toll free rat& to 
cover its payphone liability, effective May 1,1997. This figure, highlighted in the last column of 
the U.S. Business Interstate Outbound Long Distance Service section, shows that AT&T would 
gain $137.5 million from the rate increase in March through December 1997. The column 
before this shows the total AT&T revenues in 1997 for business interstate outbound long 
distance including both pre- and post-increase revenues. 

Please note that we found AT&T's statements to be unclear for the final analysis, in that one 
could read the statement "...prices for business international and interstate outbound services by 
2 percent (point #5 of the release)," in two ways. The increases could be construed to apply to 
all interstate outbound services (business plus residential), or it could be read to apply to only 
business outbound interstate services. We chose a conservative approach by focusing the 
analysis on only the business outbound interstate interpretation. Including the residential 
segment with this analysis would increase AT&T's gains significantly. 

Plcase do not hesitate to call me on my direct line (650-237-43 15) if you have any questions 
about this material. 

Sincerely, 





ATTACHMENT 9 

EXCERPT FROM FROST & SULLIVAN STUDY OF 
US TOLL-FREE MARICET 



U.S. Toll-Free and 

900/976=Number Service 

Markets 



U.S. TOLL-FREE AN0 9o(M)76NuMBER SERVICE MARKETS 

Figure 3-4 
Toll-Free Services Market: 

Subscriber and Revenue Forecasts (U.S.), 
1993-2003 

Revenue . .- . -. .- - 
Subscribers Revenues Growth Rate 

Year (Million) ($ Billion) (%) 

1993 ..................................................... 2.3 7.94 _-- 
1994 .................................................... 2.5 8.82 11.1 

1995 .................................................... 2.7 9.88 12.0 

1996 .................................................... 2.9 11.09 12.3 

1997 .................................................... 3.1 12.35 11.4 

1998 .................................................... 3.4 13.83 12.0 

1999 .................................................... 3.6 15.37 11.1 

2000 ..................................................... 3.8 17.08 11.1 

2001 .................................................... 4.0 18.87 10.5 

2002 . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .4.2 20.89 10.7 

2003 . . . . ... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .4.5 23.20 11.1 

Compound Annual Growth Rate (1 996-2003): 11.1 % 

N&: AI ngum are rwndea; me base year 1s 19%. same: FIOS~ a s~llivan 

In 1996, revenues for toll-free services increased to $11.09 
billion, a growth rate of 12.3 percent over 1995. In the same 
time, subscribers grew to 2.9 million, an increase of 7.4 percent 
over 1995. 

Toll-free services are an applications-driven phenomenon. 
From the point of view of the caller, toll-free services have 
become a commonplace occurrence. People are accustomed to 
using toll-free numbers to order goods and services, complain 
about products, fax data, and access information from 
government agencies. 

3-26 Q Copyright 1997 F m t  & Sullivan 



Figure 4-9 
Domestic Interexchange Carrier Toll-Free Services Market: 

Company Market Share by Revenues (US.), 
1992,1996 

Domestic lnterexchanae Carrier Toll-Free Services Market: ........ 
Company Marpet Share by Revenues (U.S.), 

1992,1996 

AT&T ............................................................. 53.4 
MCI Communications ..................................... 24.7 
Sprint ............................................................. 12.9 
WorldCom ........................................................ 3.8 
Frontier ............................................................ 2.2 

LCI International ............................................... 0.9 
Others .............................................................. 2.1 

TOTAL ............................................ 100.0 

73.2 
14.2 
7.9 
1.5 
N/A 

0.3 
2.2 

100.0 

Others include Abco Communications, ACC Long Distance, Action Telecom, 
AddTel Communications, Advanced Communications Network, Advanced 
Telecom Services, ALLTEL, Americall, American Long tines, American Network 
Exchange, American TelNet, Arcada Communications, Ascending Technologies, 
Atlantic Connections, Available Communications, Branson Telephone, Brooks- 
Bittel Long Distance, Cable & Wreless Communications, Call Interactive, Capital 
Telecommunications, Centuty Telephone Enterprises, Cincinnati Bell, Citizens 
Equality Plus, Citizens Telecom, ClearTel Communications, Coast International. 
Communications Services of Colorado, Communigroup, Conestoga Telephone, 
ConOuest Telecommunications SeMkes, Consolidated Communications, C 
TEC, Delta Comm, Dial U.S.. East florida Communications, ECI 
Communications, Exewtone Information Systems, Feist Long Distance, 
Forestel, Fox Communications, GFC Communications, GTE, Hemisphere 
Communications, IDS Long Distance, Inteliwm, Interactive Strategies, 
Intermedia Communications, Iowa Network Services, KCI Long Distance, LD.C. 
Consultants, Long Distance Direct, Marathon Communications, Mattfx Telecom, 
Metrowm, Midm Communications, Midwst Telecom of America, Minnesota 
Equal Access Network Sefvices, National Communications Association. National 
Tel, National Telephone & communications, National Telesem'ce, Netwo& Long 
Distance, Network Plus, Network Telephone Sem'ces, NOS Communications, 
NTS Communications, One Call Communications, Phoenix fiberlink, P m m ,  
Product Une, Shared Communications Services, Southem New England 
Telecommunications, Start Technologies, Strategic Alliances, Target Telecom, 
Teladvantage America, Telwrp, Telecare, Tele Tech, Transamerica 
Communications, TTE of Maryland, United Communications, United 
Communications Systems, United Telephone Long Distance, U.S. Link, U.S. 
Long Distance, Valu-tine Long Distance, Voicetext Interactive, Westel, West 
TeleSeM'ceS, WorldTel Senfices, World X-Change Communications, and Zjcom 
Network Services. 

Note: All rigures are munded. SWW: FW suniw 

6 Copyright 1997 Frost & Sullivan - 4-51 



ATTACHMENT 10 

MCI TARIFF FILING REGARDING PAYPHONE SPECIFIC 
SURCHARGES (JUNE 18,1997) 



I 1801 PennSv(v& N.W. 

Writer's direct telephone number: 2021887-2771 

June 18, 1997 

Transmittal No. 1087 

Mr. William F. Caton, Acting Secretary 
Federal Communications Commission 
Washington, D.C. 20554 

Attention: Common Carrier Bureau 

Dear Mr. Caton: 

MCI Telecommunications Corporation (MCI) hereby files with your office revised 
t x i f f  material, attached hereto, in csmpliance with the Communications A c t  of 
1934, as amended. This material consists of tariff pages as indicated o n  the 
following check sheets: 

Tariff No. FCC 1 -- 1064th Revised Page No. 1; 
449th Revised Page No. 1.1; 
280th Revised Page No. 1.1.1 ; 

46th Revised Page No. 1 .I .1.1 .l; 
187th Revised Page No. 1.2; 
16Lnd Revised Page No. 1.2.1 : and, 

1 st Revised Page No. 1.6.4. 

In Tariff FCC No. 1, MCI proposes to: 

1. To increase the domestic per-call surcharge for calls placed b y  non- 
subscribers to  MCI  service. These revisions are scheduled to  become 
effective on July 15, 1997. 

2. To introduce a per-call surcharge for international calls placed by non- 
subscribers to  MCI service. These revisions are scheduled t o  become 
effective on July 15. 1997. 

. .  



Mr. William F. Caton. Acting Secretary 
Transmittal No. 1087 
June 18, 1997 
Page 2 

3. To introduce a per-call surcharge for calls which originate from payphones 
and which are made b y  customers of: Metered Use Service Option A 
(Execunet) excluding MCI Private 800 and Personal 800 Plan R calls; 
Metered Use Service Option 6 (Card Compatibilty); Metered Use Service 
Option A (Execunet) and Metered Use Service Option NN (homeMCl One) 
who  place calls using Metered Use Service Option 0 (Credit Card) or 
Metered Use Service Option T (Feature Card Services); and, Metered Use 
Service Option A A  (500 Personal Number Service). These revisions are 
scheduled to  become effective on July 29, 1997. 

To reduce some domestic usage discounts available to  customers of Metered 
Use Service Option A (Execunet) who subscribe to friends & Family 
Worldwide. These revisions Are scheduled to become effective on  July 15, 
1997. 

4. 

5. To reduce the domestic usage discounts available to  customers o f  Metered 
Use Service Option A (Execunetl who subscribe t o  International Calling Plan 
#1. These revisions are scheduled to  become effective on August 1, 1997. 

To increase domestic per-minute usage charges for customers o f  Metered 
Use Service Option A (Execunet) who subscribe to International Calling Plan 
#1. These revisions are scheduled to  become effective on June 19, 1997. 

To introduce a new Premier Calling Plan, Asia Plan, for customers o f  
Metered Use Service Option A (Execunet). These revisions are scheduled to  
become effective on  July 1, 1997. 

6. 

7. 

8. To reduce some domestic usage discounts available to  customers o f  Metered 
Use Service Option A (Execunet) who subscribe to  the friends .& Family 
Program Option B. 
July 15, 1997. 

These revisions are scheduled to  become effective on 

~. 

9. To reduce some and increase other per-minute usage charges for customers 
of Metered Use Service Option D (Credit Card1 and Metered Use Service 
Option T (Feature Card Services) who subscribe to  WorldPhone Plan #3. 
These revisions are scheduled t o  become effective on  July 1, 1997. 



1'1'61 'ON 33Vd 03SIA3U H165 SB3NV3 
1'1'6L 'ON 33Vd 03SIMU H109 
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ATTACHMENT 11 

MCI TARIFF FILING REGARDING INTERNATIONAL RATE 
INCREASE (JULY 25,1997) 



MCI klecommunica.tions 
Corporation 

/ .: 
1801 Pennsylvania. N.W. 
Washington, DC 2Mw)6 

Wri te r ' s  direct telephone number: 2021887-2771 

July 25, 1997 

Transmittal No. 1096 

Mr. William F. Caton, Acting Secretary 
Federal Communications commission 
Washington, D.C. 20554 

Attention: Common Carrier Bureau 

Dear Mr. Caton: 

MCI Telecommunications Corporation (MCI) hereby files with your office revised 
tariff material, attached hereto, in compliance with the Communications A c t  of 
1934, as amended. This material consists of tariff pages as indicated on the 
following check sheets: 

Tariff No. FCC 1 -- 1071 st Revised Page No. 1 ; 
455th Revised Page No. 1.1; 
235th Revised Page No. 1.1.1 .l; and, 

50th Revised Page No. 1.1.1.1 .l. 

In Tariff FCC No. 1, MCt proposes to: 

1. To revise the description of the Payphone Use Charge for calls using 
payphones made by customers of: Metered Use Service Option A (Execunet) 
excluding MCI Private 800 and Personal 800 Plan R calls; Metered Use 
Service Option B (Card Cornpatibilly); Metered Use Service Option A 
(Execunet) and Metered Use Service Option NN (homeMCI One) who place 
calls using Metered Use Service Option D (Credit Card) or Metered Use 
Service Option T (Feature Card Services); and, Metered Use Sefvice Option 
A A  (500 Personal Number Service). This revision is filed pursuant to Special 
Permission No. 97-233 of the Federal Communications Commission and i s  
scheduled to become effective on July 29, 1997. 



Mr. William F. Caton, Acting Secretary 
Transmittal No. 1096 
July 25, 1997 

[ Page 2 

2. To introduce a payphone use charge for customers of Metered Use Service 
Option P (Prism Plus1 who place calls using payphones. This revisionis 
scheduled to become effective on July 29, 1997. 

3. To introduce a payphone use charge for customers of Metered Use Service 
Option 00 (horneMCI One) who place calls using payphones. This revision is 
scheduled to become effective on  July 29, 1997. 

4. To make textual revisions to  the tariff. These revisions are scheduled t o  
become effective on July 26, 1997. 

In accordance with Section 61.33(aI of the Commission’s rules, this original letter 
and the appropriate fee will be hand delivered on this date to  the FCC in care o f  
the Mellon Bank of Pittsburgh, PA. A copy of this letter is being served on this 
date upon the Secretary of the FCC, Washington, D.C. The new and revised pages 
of Tariff FCC No. 1 are being submitted on diskette pursuant to  FCC Special 
Permission No. 96-667. 

Please address any inquiries or further correspondence concerning this filing to  
James E. Kerr, Manager, Federal Tariffs, 1801 Pennsylvania Avenue, N.W., 
Washington, D.C. 20006. 

Very truly yours, 

\ -  “p 
James E. Kerr 

I Manager, Federal Tariffs 

J 

Attachments 



'MCI ,TELECOMMUNICATIONS CORPORATION 

I TARIFF F.C.C. NO. 1 
61ST REVISED PAGE NO. 19.1.1 

CANCELS 60TH REVISE0 PAGE NO. 19.1 . I  

CUSTOMIZED BUSINESS COMMUNICATIONS SERVICE / 
SECTION C ~ SERVICE DESCRIPTIONS AN0 RATES 

METERED USE SERVICE (Cant.) 

.02 Option A Eiecunet l  (Continuedl 

.021 Monthly Recurrinq Charqe (Cantim 11: 
.0211 Intercity Facilities Usage Charaes (Continued): 

.02119 MCI Distinct (Continuedl: 

This rate adjustment will be Provided for use only by the speech br hearing 
impaired customer and applies to direct dialed and operator assisted Option A 
IExecunetl for calls that originate from and are billed to the telephone number of 
the certified speech or hearing impaired person. Only one telephone number per 
residence is authorized for this discount. Operator assisted calls are eligible for 
this discount. 

.02120 Pawhone Use Charqe: An undiscounrable $0.35 per call charge is applicable to 
calls t h a t  originate from any payphone used t o  access MCI services as follows. 
This charge, which is in addition IO standard tariffed usage charges and any 
applicable surcharges associated with MCI service, applies for the use of the 
instrument used to access MCI service and is unrelated to the MCI service 
accessed from the payphone. 

As billing becomes available, the payphone use charge will be applied to 
payphone calls made by CusIomefs of: Metered Use Service Option A (Execunetl 
excluding MCI Private 800 and Personal 800 Plan R calls; Metered Use Service 
Option B (Car,d Compatibilityl: Option A and Metered Use Service Option NN 
IhomcMCl One) who place calls using Metered Use Service Option 0 (Credit 
Card) or Metered Use Service Option T (Feature Card Services): and Metered Use 
Service Option AA (500 Personal Number Service) 

The payphone use charge does not apply to: calls using Telecommunications 
Relay Service; calls originated by customers with qualified hearing or speech 
impairments who are certified as described in Section C-3,02112: and calls 
placed from payphones a t  which the customer pays for service by insening coins 
during the progress of the call. 

,021 2 Ootional Features 

,02121 Authorization Codes (5 or 9-Diqitl' 

1st Five Codes 
Additional Codes (Limited to 50 total 
codes/customer/account or sub-account) 

.02122 Call Records on Maqnetic Tape 

No Charge 
$S/Code 

$100/Account' 

Existing customers who had muldple authorization codes consisting of at least 6 digits can obtain additional codes 
under rhis section. Authorization Codes of 6 or more digits are not available lo new Execunel customers after 
June 1, 1986. nor are they available to existins customers who have 5-0iit aurhorization codes. 
For those customers who are enrolled as Execuner Corporate Accounr Service or Corporate Account Service R U S  
customers. this charge is LOIAccount. 

This material is revised pursuant to Special Permission No. 97-233 a t  the Federal Communications Commission. 

Reissued material scheduled to become effective O n  July 29, 1997. 

I 

: 
# 

ISSUED July 25. 1997 
ISSUED BY: James E. Ken 

Manaaer. Federal Tariffs 
~ ~ - ~ .  ~. ~ .~ .. 

' 1001 Pennsylvanm Avenue. N.W. 
Washington. D.C. ZOOOG 

EFFECTIVE: July 29, 1997 

T# 

I 
T# 

C: 

" r 

T# 
T# #< 



'hC1. TELECDMMUNICATIONS CORPORATION TARIFF F.C.C. NO. 1 
20TH REVISED PAGE NO. 19.15.2.4 

CANCELS 19TH REVISED PAGE NO. 19.15.2.4 

/ CUSTOMIZED BUSINESS COMMUNICATIONS SERVICE 

SECTION C ~ SERVICE DESCRIPTIONS AND RATES 

3. METERED USE SERVICE (Cont.1 

.16 Option N (Prism plus1 ICont.1 
/ 

,161 Monthly Recurrins Charqes (Cont.1 

,161 115 Directory Assistance: Directory Assistance offerings are provided subject to the provisions set 
forth in Section 8-6.04 herein. 

.1611151 For Customers who access Directory Assistance by dialing Area Code + 
555-1212. an undiscauntable charge of 51.10 per call will be applied t o  each call 
requesting Directory Assistance far numbers in the US. Mainland. Alaska, 
Hawaii. Pueno Rico and the U S .  Virgin Islands. 

An undiscountable charge of $1.10 per call will be applied t o  each call requesting 
international Directory Assistance lot numbers in Canada: an undiscountable 
charge of $6.94 per call will be applied Io each call requesting international 
Directory Assistance for numbers in Australia. Austria, Finland. France, Germany, 
Mexico, New Zealand. Netherlands, Spain, Switzerland, and United Kingdom; 
and. an undiscountable charge of $7.94 per call will be applied to each call 
requesting internatioml Directory Assistance for numbers in alt other countrite. 
with the exception of calls placed via WorldPhone (See Section C-3.05215). 

Access surcharges will apply to calls completed to Directory Assistance, except 
for the following calls: (11 Directory Assistance calls to Mexico or other 
international countries: 121 Directory Assistance calls billed as station paid, third 
paRy billed or billed to a Local Exchange Carrier calling card. which terminate in 
Mexico or otbr international :Lations. Surcharges will apply t o  directory 
assistance calls which terminate to Canada and NPA 809. 

.161116 Pavphone Use Charm: An undircounrable 50.35 per call charge is applicable to calls that 
originate from any payphone used to access MCI services as follows. This charge. which is in 
addition to standard tariffed usage charges and any applicable surcharges associated with MCI 
service, applies for the use of the instrument used to access MCI service and is unrelated lo 
the MCI service accessed from the payphone. 

As billing becomes available. the payphone use charge will be applied to payphone calls made 
by customers of Metered Use Service Oprion N (Prism plus). 

The payphone use charge does not apply to: calls using Telecommunications Relay Service: 
calls originated by customers with qualified hearing or speech impairments who are certified as 
described in Section C-3.02112; and calls placed from payphones at which the customer pays 
far service by inserting coins during the progress of the call. 

,161 12 Optional Features 

.161121 Call Records on Maqnetic Tape 

.16 11 22 Direct Connect:' Allows a customer who accesses Directory Assistance b y  dialing Area Code 

f1001Account' 

+ 555-1212. to place a call to Directory Assistance as specified in Section C-3.1611151, and 
then have the operator complete the call. An undiscounted surcharge of $0.75 applies if the 
call is mads station-to-station. An undiscounted surcharge of $3.50 applies i f  the call is made 
person-to-person. 

. .  

For those customers v 
customers, this charge is $OIAccount. 

I are entolled as Pris Plus Corporate Account Service or Corporate Account Service PLUS 

Available only to Option D customers who access service via an MCI-provided 800 number other than 
(8001 950-1022. 

ISSUED: July 25. 1997 EFFECTIVE: July 29. 1997 
ISSUED B Y  James E. Kerr 

Manager. Federal Tariffs 
- .. 1801 Pennsylvania Avenue. N.W. 

Washington. D.C. 20006 



$&! TELECOMhlUNlCATlONS CORPORATION 

CUSTOMIZED BUSINESS COMMUNICATIONS SERVICE 

SECTION C I SERVICE DESCRIPTIONS AND RATES 

METERED USE SERVICE 

! 
I ,  

TARIFF F.C.C. NO. 1 
ORIGINAL PAGE NO. 19.41.1 ~ 

.222 Usaqe Charses (CantinuedA 

.2227 PavDhone Use Charse: An undiscauntable $0.35 per call charge is applicable to calls that 
originate from any payphone used to access MCI services as follows. This charge. which 
is in addition to standard tariffed usage charges and any applicable surcharges associated 
with MCI service. applies for the use of the instrument used to access MCI service and is 
unrelated to the MCI service accessed from the payphone. 

As billing becomes available. the payphone use charge will be applied 10 payphone calls 
made by customers of Metered Use Service Option U (Commercial Dial 1 Service). 

The payphone use charge does not apply to: calk using Telecommunications Relay 
Service; calls originated by customers with qualified hearing or speech impairments who 
ate cenified as described in Section C-3.02112; and calls placed from payphones a1 which 
the customer pays for by insening coins during the progress of the call. 

ALL MATERIAL ON THIS PAGE IS NEW 

ISSUED: July 25, 1997 EFFECTIVE July 29, 1997 
ISSUED B Y  James E. Kerr 

Manager. Federal Tariffs 

Washington. D.C. 20006 
- .. WO1 Pennsylvania Avenue, N.W. 

.' , 


